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Arizona Corporation Commission

DOCKETED

FROM: JUL -32007Ernest G. Johnson
Dire ctor
Utilitie s  Divis iOn I

DATE : July 2, 2007

IN THE MATTER OF THE APPLICATION OF NACO WATER COMPANY, LLC
FOR A RATE INCREASE (DOCKET NO. W-02860A-06-0002) AND IN THE
MATTER OF THE APPLICATION OF NACO WATER COMPANY, LLC FOR
APPROVAL OF FINANCING (DOCKET NO. W-02860A-05-0727) ,- TO AMEND
DECISION NO. 69393

The Utilit ies Division Staff ("Staff") of the Arizona Corporat ion Commission
("Commission") has recently been informed by the Water Infrastructure Finance Authority of
Arizona ("WIFA") that it would like to designate Naco Water Company, LLC ("Naco") as a
Disadvantaged Community (based on WIFA Policy No. l.012) as part of WIFA's loan approval
to Nico. This designation would allow WIFA to extend the term of the loan from 20 to 30 years
and also allow WIFA to lower the interest rate of the loan, thereby resulting in lower debt
payments.

In Decis ion No. 69393, the  Commiss ion authorized Naco to ente r into a  loan agreement
with WIFA, but limite d the  te rm of the  loa n to 20 ye a rs . In orde r for Na co to a cce pt a  30 ye a r
loan from WIFA, Decis ion No. 69393 would have  to be  amended.

Arizona Revised Statute § 40-252 authorizes the Commission to amend a previous
decision under notice to the affected corporation and the opportunity to be heard. Staff has
notified Nico and Nico has indicated that it will waive an evidentiary hearing and request that
this matter be placed on the Open Meeting agenda as soon as possible.

RE:

Staff believes that having WIFA designate Naco as a Disadvantaged Community in order
to lower debt payments by having a 30 year loan with a lower interest rate would not only be
beneficial to Nico but also its customers. Therefore, Staff recommends that Decision No. 69393
be amended as follows
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Page  18, Line  14

De le te  "20" and Replace  with "up to 30

This  would result in the  pe rtinent orde ring pa ragraph reading as  follows

"IT IS  FURTHER ORDERED tha t Na po Wa te r Compa ny, LLC is  a uthorize d to
borrow up to $1,160,000 from the  Wate r Infra s tructure  Finance  Authority for a
te rn of up to 30 yea rs , a t the  inte re s t ra te  approved by WIFA."

A Proposed Order is  a ttached to this  Memorandum for your considera tion.
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CC : Kenne th Rozen
Ada m S ta fford
De a n Mille r
Ma tt Dea r
John LeSueur
Bria n C. McNe il, Exe cutive  Dire ctor
Chris tophe r C. Ke e le y, Chie f Le ga l Couns e l
Bonnie  L. O'Connor, Nico Wa te r Compa ny, LLC
Docke t Control Cente r
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Open Mee ting
July 24 and 25, 2007
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18 FINDINGS  OF FACT

19 In  De c is io n  No .  6 9 3 9 3 ,  d a te d  Ma rc h  2 2 ,  2 0 0 7 ,  th e  Ariz o n a  C o rp o ra tio n

20 Commiss ion ("Commiss ion") a uthorize d Na co Wa te r Compa ny, LLC ("Nico") to e nte r into a  loa n

BY THE COMMIS S ION:

21

22 of the  loan to 20 years .

23 2. The  Utilitie s  Divis ion S ta ff ("S ta fF') of the  Commiss ion ha s  recently been informed

24 by WIFA tha t it would like  to de s igna te  Na po a s  a  Dis a dva nta ge d Community (ba s e d on WIFA

25 P olicy No. 1.012) a s  pa rt of WIFA's  loa n a pprova l to Na po. This  de s igna tion would a llow WIFA

26 to e xte nd the  te rn of the  loa n from 20 to 30 ye a rs  a nd a lso a llow WIFA to lowe r the  inte re s t ra te

27 of the  loan, thereby resulting in lower debt payments .
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P a ge  2 Docke t Nos . W-02860A-06-0002. e t a l

In orde r for Na co to a cce pt a  30 ye a r loa n from WIFA, De cis ion No. 69393 would

2 have to be amended

4

4 a  previous  decis ion under notice  to the  a ffected corpora tion and the  opportunity to be  hea rd. S ta ff

ha s  notifie d Na co a nd Na co ha s  indica te d tha t it will wa ive  a n e vide ntia ry he a ring. In a ddition

Naco requests that this matter be placed on an Open Meeting agenda as soon as possible

S ta ff be lieves  tha t having WIFA des igna te  Naco as  a  Disadvantaged Community in

8 order to lower debt payments  by having a  30 yea r loan with a  lower inte res t ra te  would not only be

5
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9 bene ficia l to Nico but a lso its  cus tomers

10 Staff recommends tha t Decision No. 69393 be  amended as  follows

Page  18, Line  14

De le te  "20" and Replace  with "up to 30

This  would result in the  pe rtinent ordering pa ragraph reading as  follows

1 4 IT IS  F UR THE R  O R DE R E D th a t  Na c o  W a te r C o m p a n y,  LLC  is
a u thorize d  to  borrow up  to  $1 ,160 ,000  from the  Wa te r Infra s tructure
Finance  Authority for a  te rm of up to 30 yea rs , a t the  inte re s t ra te  approved
by WIFA

1 6

CONCLUS IONS  OF LAW

Na co Wa te r Compa ny, LLC is  a  public s e rvice  corpora tion pursua nt to Article  XV

19

20 2 The  Commiss ion ha s  jurisdiction ove r Nico Wa te r Compa ny, LLC a nd the  subje ct

ma tte r of the  applica tion

3 S ta ffs  re comme nda tions , a s  se t forth in Finding of Fa ct No. 6 a re  re a sona ble  a nd

should be adopted

22

24

IT IS  THEREFORE ORDERED tha t Decis ion No. 69393 be  and hereby is  amended as  se t

26 forth in Finding of Fact No. 6

De cis ion No
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IN WITNES S  WHEREOF, I BRIAN C. McNEIL, Exe cutive
Dire c to r o f the  Arizona  Corpo ra tion  Commis s ion , ha ve
he re unto, s e t my ha nd a nd ca us e d the  officia l s e a l of this
Co mmls s io n  to  b e  a ffixe d  a t th e  Ca p ito l,  in  th e  City o f
Phoenix, this da y of , 2007.

BRIAN c .  Mc NE IL
Exe cutive  Dire ctor

DIS S ENT:

DIS S ENT:
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De cis ion No.

P age  3 Docke t Nos . W-02860A-06-0_02, e t a l.

1 IT IS  FURTHER ORDERED tha t Na po Wa te r Compa ny, LLC is  a uthorize d to borrow up

2 to $1,160,000 from the  Wa te r Infra s tructure  Fina nce  Authority ("WIFA") for a  te rm of up to 30

3 years  a t the  inte rest ra ted approved by WIFA.

4 IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be  e ffe ctive  imme dia te ly.
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BY THE  O RDE R O F  THE  ARIZO NA CO RP O R.ATIO N CO MMIS S IO N
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1 S ERVICE LIS T FOR: Nico Wa te r Compa ny, LLC
DOCKET nos . W-02860A-06-0002 a nd W-02860A-05-0727

5

Ms . Bonnie  L. O'Connor
Nic o Wate r Company, LLC
Pos t Office  Box 85160
Tucson. Arizona  85754

8

Mr. Ernes t G. Johnson
Dire ctor. Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix. Arizona  85007

12

Mr. Chris tophe r C. Ke mple y
Chie f Counse l
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007
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